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SOVIET ECONOMY; CENERAL FRATIRES

{3 Decenber 1956)

MR, VILLARD: Introduced the spesker.

25x1A% | 1oeck you, . Villerd. I comldn’t nelp
thinking, while I was listening to that flatiering inmtroductlon,
of an introduction wbich I heard lsst week, where the subject wes
not toc dissimilsr to the ore we are discussing today. The
subject was Commnism in Turkey, and the gentlemen who made the
introduction sald the speaker hed two qualifications which msde
him eligible to telk on this subjects One was that he was a caxd-
carrying Commnist, and the secend was that for many years he had
been well kmown as & Turki. Yow, I am sure you gentlemsn are
sware from my agency affiliation I can't qualify on the fivst
sourt, I am not & card-carrying Communist, I will have to leave
it to yowr judgment when this presentation is over as Lo whether
ar not I ean qualify on the second count.

I think it would be wise to talk for Just a minute
sbout the relations between Commnism and the Soviet economy. It
would be s distortion to say thet the Commurist philosoply is
primarily an eoonomic one. Commuism is, however, a greal deal
moye than a political challengej it is sbove ell else an economic
wsy of life. In support of this view, I cite the emlnent political
soisntist and former Ambassedor to the Kremlin, Mr. George Rennan,

-l
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vho said this sconomic way of 1ifa was one thet governed the whole
way the Sovliet looked st their public life and what be called the
“phyuinanm;y of their society".

West 1s the Communist ecoromic philoscphy? I am eure
you sre all awvare of the traditional - diatineticna which are made
betwesr: the capitalist economy and Communist economy, familiar
institutionsl differences of the ownership of the msans of productien,
for sxample, state ownership on the Communist side snd predominently
provata ownership on the cepitalist side.

But far more important, it seems to me, than the question
of who owns vhat is the qQueastion of what are these resources used
for. Why do we enéagev in a1l of this sconomic activity? In the
West we have what are predominantly known es market ecanomiek‘

Thess narket econcmies sre ones in which the major declsions on the
course of svents sre msde by private individuals. Private individuals
decide how much to gave and how much to spend. And these decisions,
in turn, are reflected in the marketplace as demands or lack of
demands for various kinds of goods. In turn, these demands msy be
reflected Sack onto the structuring of the antire ncbmmy. It is

not surprlsing that in market-orisrted economies = relatively large
share of total output is normally used as home consumption, because
this is really implicit in the concept of consumer sutonomy.

In & Communist society, on the other hand, the end result
of sconomic activity is to meet the objsctives of the atate, tbe
cbjectives which are set by the leaders of the state, and they,
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having made the baslc decisions, rigidly control the sllocation of
Tesourcas and muwr %o ase to it that these ebjm:lﬂa are

It 1s not surprising, however, in a Soviet society .mr
relatively little is spent for consumption and a relatively large
amount goes for investment. These trends sre stlll going on, as
we can ses. from our chart (6024).

Herw ve have a comparison ot amounts devoled to
songunptlon, the lower part of the chart, and to investment, the
Wpper part of the chart, in the Bovist Union from 1948 to the
present time, ind 1t is projected forward to 1960 based on the
plans of the ixth Five-Year Plan. You can see that irvestment:
bas gone up from relatively 17 percent in 1946 to approximetely
2, percent todsy, snd scheduled further to be sbout 26 percemt by
1960 of the total mxtwt.

In cortrast, the congumption mxtlgys ars gaing doun
fron sbout 64 percent to sbout 58 percent by 1960,

Ko, the central thems of Sovie economle policy, which
has been unchangad since the beginning, is forced-draft industrieli-
satlon. Stalin himself publicly stated the reascm foor this at
the time the ¥irst Five-Tesy Plan mt}i.atn effect. Rusaie, he
said, had boer beaten many times in the past because she was weak,
and in order io protect hersslf she must make good the distance
which she lagged behind the mome advanced capitalist nations, and she
must meke this move guickly. Only them will 1t be posaible for her
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to enjoy rslative safety, and enly then will it be possible to
pay any serlous attention o living standards in the Boviet Union.

Ag Mr. Villard said, it is & very brief pericd in the

. sourse of history that this Soviet system has besn in effect. It
is actually now less than thirty years since the first Five-Year
Plan vas put iﬁtp affect nfitsr the political batile had been re~
golved in the Soviat Union.

Ir this brief time, the Soviet econony has grown from
esgertislly sn agrarian ore to undisputed piwe as the second
largest sconomy in the world, and vhen 1 say undisputed, I mean
total production of goods and sarvices last year was sboul one
sl thras-quarter times that of the United Kingdom, which 1s the
third largest economy in the world.

This growth, which is even more yemarksble considering
the destructive sffects of World War II, vas zade possible by
four meagures. These, I think, ere the most important.

(1) Transfer of millions of workers from sgriculture

ts urban occupationsy

{(2) A parallel prodiglous effert to educate the workers

in modern skills and technology;

{(3) The diversion of an unusuelly lerge proportion

(3-1/2 to 2 times that of the United States) of
national product to investmenty and

{4) The concentrstion of investzment funds in heavy

ivdustry, perticularly elsctric power, steal, and
producer goods.
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The logicel result is that the USSR treats the wellare of
1’%&: paople as & minimm requirement in planning and essentislly as
a pesidual in plan executlon.
Two examples meke this clear:
{1) ¥nile oapital goods cutput rose aver ten t4mes in
guccessive Five-Yoar Plans since 1928, agricultural
Muman failed to matoh the growth of populstion —-
implying some decrease in living standards.
(2) Pian gosls for hpuyy ipdustry ere uguslly surpsssed,
swhile the correspordingly ma‘h goals for congumer

iocds sre chronioslly urderfulfilled.

Where bes this course of sctlon 1ed the Sovieta in thelr
driva to cateh up with the Vest, particulerly with the United States?
| I would like to mske this comparison in three ways:

) By cenparing total output, or gross petiemsl product,
in the two countries)

{2) By comparing ipdustrial produstion; and, finally,

(3}: By exemining the output of poms key producer goods

{n contrast to consumer goods,

Hera we have a comparison of Oross Estionsl Product in the
Boviet Union and the United States from 1948 through the plan of
1960 (6025). Looking at 1955 you can see thst total output in the
Soviet Union 1s slightly over s third of that in the United States,
that betwesn 1946 ard 1955 the valus of output compared with the

. Pnited Statea incressed from roughly & quarter to this level of
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slightly over a third, and that by 1960 it will be something over
40 parcent of the United States.

Tow, the r&tiw% industriel output in the two
countries are not sirikingly different than that. If we ware to
superizmpose on this chart & trend of industrial production, the
only differonce we would find is that the rete of increase in the
Soviet Union is alightly larger than thet. Bt 17 one moyes from
industrial production as a whols to heavy industry, here tbe
relative rete of growth is even more strikingly different. For heavy
industry in the Boviet the rate of growth is roughly twice that of
the ﬁn&ta& States. Even more striking, I think, ias to got down
to the production of individual types of comoditiss, producers
ME on tha ome h&nd, and consumers goddm on the other.

On the left band side of this chart (6026) we have a
comparison between coal, machins teo:.&, and steel capital goods,
and consuzer goods on the right hand side,

: If you.look st the left hand side of the chart you esan
se? coel production in the Soviet Upion in 1955 1s almost equal
to that in the United Statesj that their output of wechine tools
was in fact even grester than cur own; thet steel production, vhilé
substentisl, wes s':;z.;.x.‘&mmti:,gwtm BAlf that of the United
Btates. zm I would like to draw yeﬁr ‘&ftmticm to the fast that
looking &t the Sixth Five-Year ¥lan tho absolute amounts of
inorease in steel capacity in the two countries over the next five
years will ba sbout the same, iha‘h is, five million tons e year,
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- and this in turn aust meen that the lovels of cutput in the stesl
equipment producing industries sre sbout the seme in the two
couriries. | |

If you move over to the right hard side of the chart, the
etmtrm is rather stertling, Our output of automobiles s almost
90 times that of the Soviet Union. OQur output of washing mechines
is 'aver 30 times grester, and even m‘ output of radic amd telsvision
sets is sbout five times that of the USSH.

8o 1% is this plowing beck of every possible ruble into
the means of production that is responsible for the achievement of
the high rate of growth of the $ovia£ economy today.

4 legltimate guestion at this point is, how do the Soviat
leaders get avay with 1t? why don't ths Rugsian pacple insist on
& larger share of the pie? The Soviet deadarship has employed &
variety of meens to keep thqr industrislisation drive going at top
speed. These includs propsgands — appesals Lo patriotism and
ploturing Western Werld lesders am "warmongers” bent on dtstroyiné
the Sovlet homeland; sconomic incentives to the govermmental and
technical elites, evidenced Ly enormous differsnces in salary
mtn and wiv,tlagaz; and force -- the repression of all
opposition. I would like to teke & minute to tell you & story
sbout the effects of police control on the people. This story is
only alightly less probsble today than in Stelin's tims. It seems
that an American, a sme,' axd s Russian ware at an international
Confayence of surgecns and were describing their moat difficult
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aparatienﬁ. The inerican dsscribed a delicete brain operstion
the Swede's vas & complicated stomach operatlion. Then they turned
to the Russian and asked, "ind vhat was your most difficult
operation?®

*1 tock out a man's tonsils,® replied the Rugslian.

The two other doctors were astonished. Removing a
person's tonsils was cne of the essiest of operations, ™What was
so difficult ebout that?" they asked. |

| "Well, you ses in Ruassia sveryone is afyeid to open his
mouth; so I hed vtc; spproach it from & nev angle."

I would like to turn now from & consldersation on Communiast
esconomic policy and over-all development to a brief discusalon of
the internal functioning of the Soviet system, spacifically to
sconomic planning. Such planning is primerily s means of achleving
the successive gosals of production decided upon by the Soviet
Merahim ‘ ~

The ocutstanding cherecterisilc of economic planming in
the Soviet Union is the centralisation of declsion making., While
Min was slive, he personally made all the major declsions. This
authority is presently concentrated in the hands of the Party
Pregidium 0L The Council of Miniuter&ft}w top governmental

. organimation charged with carrying out the decisions of the Party
Moruhﬁy; The main features of the organigstional structure sre
phown on the following chart (6027).

| 1. At the lefi, we see the top policy organizetion of
the BSoviet Union, the Fresidium of the Party, presided over by
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Khrushchey.

2. 4t the center is ithe Presaidium of the Councll of
Ministers, of which Bulganin is Chairman. This group, with the
assistance of the various plamning staffs,

& Seta the cutput goals for each major pro&uct;

b. Fizss responsibility for the share to be produced
by ench Ministry and slso approves ihe recom~
mendntions of the ministries' distribution of
responsibility smong individual plents;

e. For major products, reviews decisions on materiel,
lsbor and capitel inputs; and, finally,

4. Revieows progress to insure fulfillment of goals.

3. Directly below the Fresidium is the Council of
Ministers itself, cowposed primerily of the heads of the various
econorie ministries, and including the chief edministrstors of
various noneconomic miristries as well,

Le With respsct to the spscialised producing ministries
themgelves, such as sosl, petroleum, and chemicals, there has
besn & grest variation in mumbers over the past ten years. Thera
are now sbout 30 producing economic ministries.

5, The line organismation of ths miffistriss is composed
of & series of specialized chief directorates which may be
orgariged 2long territorial ar functlonal lines. '

6. Finslly, v come to the individusl production uniti,
which is at the end of the line.
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Extreme ceptralisation of decision-making requires the
transnission of detailed instruciions 4o the suberdinate unlts.

Mot cply is there & heavy flow of specific instructions down through
the various echelons of the sconomic orgsnisetion, but aleo there ia
a correspording reverse flow of extmemely detalled statisticel
reports up 'he the contral authorities.

In practice, the netional sconomlc plan is developed
according to a gystem of rigid priorities. A limlted number of
irdustries has been consistently favored in the sllocation of
resources. These imélwa the so-called leading links such as
slectric pmr ’ i’uela, snd metallurgy, and the key engineering and
dei‘énae irdustries. Once the output goels for these sectors have
been decided upon and the necessary inputs provided for, the bulk
of svallable yesources has been commitied. Everyone imwmas
oaught up in the tempo of heavy indusiry plen fulfillment because
production is the great god - it is more lmportant than money
or paople o machines.

A loglesal conssquence of setting highly smbitiocus
groduction goals is thst the Soviet economy is chrorically short of
everything. Machinery, transpartetion, and pecple are worked at,
or close to, maximum possible limits. To some Western observers
these outwerd manifeststiorns in the Soviel economy such es the
ubeven tempo of production; the use of very old equipment in
ixdustry, particulsrly in consumer goods factories; and the resort
of some plant msnagers to extra-legal methods ere evidence that the
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sconomy is out of joirt. But viewed through the eyes of the
Rusaian lsaders, the sﬁem &ppears very different. They decided
on the relative priorities to pull & baukw&rd nation up by its
irdustrial bootstraps. They planned it that way, and in large
memsure thay have achleved the resulte they were afier.

Te move on, 1 should like o review for you, in very brief
fashion, the slemsnts of the nationsl sconomic plan. Actually,
there are thirtsern interrelated sub-plans which make up the whole,
apd on our next chart the more important ones are nighlighted. (6028)

‘ : Agtivity. These are monstayy
sstimates of such key elanénta a8 gross value of output. for
industry, agriculture, transport, the volums of yatail snd foreign
trade, the value of capital investment, and so forih.
2. [Production. By this production pian they have the
most important part of the whole plan, bacause once these gosls
ars sel, the rest of the plen is really & reflection of decisions
necessary to reach these goals. 7This plan doesn't specify solely
the output of steel. It gpecifies the output of each sub=typs of
stes) by quantity, by quality, otc. And the same kind of detall
sppesys in this production plan through each element of the SCONONY.
3, Material Techniom) SupnLy. As you know, the Soviets
caaTract | |
a_gt:ntial% administer the allocation of something over a thousand
commoditiea to see to it tbat esch ¥ind of producer gets the
pecessary input of meterials, of capital goods, etc., to meet his

plarnsd gosl.
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4y Capitsl Invesgt . The capitsl irvestment suvb-plan
has two primery functions. TFirst, it provides the increased
capital stock egtimated to be nséeamy to meet future production
goele, Becond, 1t distributes investment rescurces in accordance
with the priority preferences decided upon by the Soviet leaders.

5. Tashnolosy. The introfuction of new technological
procasses hes bsen a separate gub-plsn since 1941, The nsed for
irdustrial innovation hes become much more importent within the
past year becsuse of the nsed to increase labor productivity.

6.
inerements to the nop-sgriculiural labor force in sccordance with
over-all production goals and the planned avarsage increass in

This part of the plan schedules

output per worker. It alsc covers tachnleal training plans.

7. GComt of Production (Bebestoimost). These are pro-
duction cost estimates prepsred for each commodity and essential
service, which are combined to provide an estimate of total cosis.

| " Bascauge of time limitations, I shall akip over the naxt
thres items as well as the final two, and turn ioc the

- 1l. Biate Budget. The primary funeilon of the state

budget is to mobillize the fimm;i&l rascurces of the econony and to
direct thely flow to accomplish the production objectives. Thé nost
important financiel resource flows are, on the income alds, ihe
income from profits of enterprises and the turnover tax. On the
sxpenditure sids, the most importent allocations are to invesiment
and defense.
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43 you have no doubt alrealy conclvded, the whole system
1s & statisticlan's idea of heaven, Dealing with all the paper
vork and figures is undoubtedly mors fun than working, and apperently
W Ru&a.im think sc too. Evidence of this sre the constantly
recurring drives to cut down on the aslse of the bhureaucracy.

Te move ahead with owr swvey, there are three areas of
soonomic poiie:f whera we have reocontly ssen aignificant shifis.

 These sre in the fisld of lebor productivity, agriculture, and
forelgn trade. |

Until very recently, the Soviets were able to get ihe
laboy they needed for the expmicn' of irdustry by drawing upon
the uﬁu‘atzliwd lsbor force in ths countryside. The affecis of
am&é‘éivisatien in the 1930s were o ingure in good years sxd bad
an wrban food supply. But, as & result of traditioral nsglact of

agrisnliure, whi:zh was alwaye given the tail-snd of investment
ﬂlﬁa&%ibns, the agricultural mplma disappaared in the Sovist
Undon g0 that 't;;r 3.954 we saw samething which wes reslly spectaculer,
and that was for the first time in history the Soviet hloc was on
8 nst imporb basis as far as food was concerned .

Mharmora, the Soviets had to pay scme serlous ettention
to labor because not only was it no longer possible to draw upon
the agricultural lahcr force for mauatry‘,_ the effecta of World
Wer I were reflscted in the nst accretione to the labor force,
amthiné 1ike three million leas pow workers were coming In in the
pext five years compared with the past five yesrs — three willion
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net raduction of accretions to the labor force. As a result, the
Boviets today are ;ﬁmim enormous emphasis on improving labor
productivity. In order to do thet, they bave rerounced two parts
of the dootrins which they have been holding to. The fiyrst wes the
idea of cbeclessence was in some way pescullar to & capitalist
econcny and 1t didn't heppen in the Soviet Unlon; nothing wes
‘cbsclescent until 1t actuslly fell apart. Ani sscomdly, there wes
stmething sinister and absolutely unmpatriotic about paying any
stiontion to whet was going onh in Western industriss becauge
cbvicusly Soviet industry wes so much more superior. You have
heerd all these things about how they invented everything. It was
pert of & program &gaimt what they called "kowtowing to the West®,

O In order to improve labor productivity, of cowurse, the
Beviets have to drav more heavily on Western technology. There-
fore, they ﬁsw ridiculed thin concept of not paying attention to
the Wesi, in faci, have ordared all the plant mansgers to pay e
great deal of attention to this. Also s a result of this policy,
for the first iims since the Commnists have taken over there is
serious attenticn being pald to the replacement of obsolete
machinery in the Soviet Union today. The Soviets bave a long vay
to go before they catch up vith the level of productivity in the
United States,

Here 1 have & chart which shows the comparison of

populaticon in lebor force in the Soviet Union and in the United
Btates (6029), and I would like to make three points about it
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| 1. As you can ses from the total civilian employment
figure in the .t-wc« countries, the Soviets bave a fax higher pro-
pertion of total population in the eivilian labor force than we
de = 47 percent compered with 40 percent in our own cauniry.

2, The sgricultural lebor force, which is represented
nare on the chart, shovs the state of labor profuctivity in
agriculture. In the Soviet Union there is roughly one agricultural
worker o four of the total populstion. In owr Sowhtry there is
roughly ome to ZL. So it s 1-to-i in the Soviet Unien, to 1-to-2l
in our courtry, which I think is 2 good measure of how backward
Soviet agriculture 1s. . ;

3. Tham mﬁrces of the two countriss is not +iny
ditfwant, but the value of ihe output ls sbout three timss greater
ixa the United Statss then it 4is in the USSR, And this thras to
one vetio-is & good general measure of the level of industrial
productivity.

Apart, from the great emphasis on technolegiceal innovation
ta laprove labor pamdmtivit.y, the major recent shift in internal
soonomic policy concerns sgrioulturs. For meyy Yesrs, ngrieultum
ves the a‘bapc}zifm in the distribution of investment funds.
Cellectivigation in the 1930s, by insuring en urban food supply
in good years and bad , frasd industry for over two decades from
the vestrainte which might have been imposed by the low level of
agricultursel outpule. Stagnation in agriculture was drematioslly
shown in 1954, when total grain ocutpul ves lowsy than in 1937, and,

Approved For Release 2000/09/01 : CIAxRDP71T00730R000100010021-8
SECRET



Approved For Release 2000/09/01 : CIA%BP71T00730R000100010021-8

of course, per capite oubtput was very much lower. Purther,
livestock herds were sualler than in 1928. In 1954 the Sino-Soviet
Bloc a8 a whole was a net importer of foodstuffs for the first time
in nistory.

Realizing that the continued growth af heavy industyy
will depend fex more heavily on agricultwral profuction than has
bean true in the past, the Sovist lesders have taken a number of
steps to overcoms the deficisncies of agricultures.

. For the next few years, the ggricultursl labor force
will be mainteinsd in mumbers, ingwoved in skills, and given higher
income incentives, It hes been provided with a larger share of
investmant fxmii over the pest two years, and such outlays are
W to double Ly 1960.

At the cord of the agricultural program are the New
Lends and corn projects. In combinetion, thess sohemes seek Lo
provide adequate bread supplies and at the senme time o incresase
fodder nutput rapidly in order to support suwbitious goals for live-
atock products. Even though the New Lands program pushad v%‘?idﬁﬁigk
into distinetly margingl arees, to date it has met with considerabls
success. Uvey the past two years about 75 million acres have been
reclaim, sbout helf in Siberle and half in Kegekhgtan. The corn
woject, belng cerried out in the traditional farming areas, is
designed to improve the quality of the average Soviat diet by
sdding ebout 25 percent more meat and mﬂ.k v 1960. Let's Lake a
lock at comperstive diets in the USSR - eountry. (6030)
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i+ SBoviet diet iz adqguate iz calorles.
2, Hovever, it is overvhelmingly s grainm aml potatoss dlet.
Thess iwo sisples constitute nearly ihwee-fourths of total congumptd on,
3. Diet, by United States standsrds, 1s deficiemt in
fats snd olls and milk,
4+ The widest discrepancy 1s in mest. In the United
States, 13 percent of the dafly intake of calories is accounted for
by meat end fish, compared to only fowr porcent in the USSR,
The result is that the Soviet ddet is wnnspiring; 1t
is « drag on worker incemtives in industry. 4 typical complaint of
- Boviet vorkers, when urged to increase output, has boeu - "Wny
| m&hwderteammr{mbhammtwmlbw is mepe
black breadi® |
Even though the USSR has a huge land mass, land suitable
Tor miculmmql parposes approxiustes that of the Tnited Htstea,
Further, soll-climate relationships are much less sstisfactory
than in owr own country, more than offsstting the greater acreage
 unfer cultivation. The Sovist Unton, for example, has no ares
comparable to the corn belt in the United Ststes. I Mave included
some key comperative statistics on the next chart (6031). |
1. Total cultivated sree in the USSR is 53 million
scrag compared with our 410, bul with this roughly one-third mors
‘aersage the Sovist Union producq& \about one-third leas giain.
2, The contrast in ytelds per ecre for grein are sven
grester. United States ylelds sre nesrly thres times those of ths
R,
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3. Despite the great prominence given to mechanization
in Seviet egriculture, actually they have lesg than one~fifth es
many trae‘tars in use as we do. Apert from grain, few food araps
in the USSR ars zaauhanixéd*

4dditional ifrvestment in Soviet agriewlture during the
Sixth Five-Year Plan la, in part, to increase mochanization so that
average yrmuctivit,r will fmprove to & level th&t #i1) sllow the
resumption of the flow of warkers from the cmmtryside inte
industry,

| | Apert from the posaibility of Securlng neaded foodstuffs
| by inereasinz domestic production, there is the added capabllity
- of importing supplies. This ties in directly with tize post-Stelin
Soviet program of increasing economic relations with the under-
devaloped natiors of the Free World, which moved into high gear
in 1955, | |
. This expansion of trade ig sconomically a&vmagwus to the
USSR for two reasonssy

A It zeeds edditional vev mterials becsuse of
shorteges of its aunv production ~ for axample,
bauxite, copper, textile fibera, rubber, and
dlamonds,

2. It oan use additions] agrioulturel Products which
are availnbla 82 export surpluses in mary undep-
daveloped countries.

Parthermore, the USSR has daveloped its menufacturing

A . 0010021-8
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capebilities to & point whare it cen noy afford to export many
types of indugtrial equipment in sxchange far'nmdaé imperts. The
strength of the Soviel economy appears to have raduced historle
Soviet fears of losing economic independence through rellence on
forelgn sources of supply. The Soviet leaders apparently reslise
that & mawginel degree of relisnce on non-Bloc sources of supply
for certain foodstuffs and raw msterisls is prefersbls to a more
rigid policy of autsrchy, since it offers ihe promise of more
rapid rates of economic growth., In addition, they see opportunities
in such trade programs for encowraging palitical atiitudes favorable
to the USSR amd for weakenirg existing military and political
eligrments in the Free World. |
| The USSR program is coardinated with the Satellites and
has festured the granting of long-~term credits which have amounted
to ovar $1.2 billion since esrly 1955. The program has slso
fentured tours by leading SBoviet officials, such as the Ehruahchw«\
Bulganin tow of Southeast Asis, I suppose these tours,
scoompented by hip-swingirg gyrations and reucously shouted
promises of gresat happiness to come, could be called the Elvis
Pregloy school of imternational relstions. NHowsver, Klrushchev's
activities have had & very real impsct om the underdeveloped
countrise, just as Elvis has had an impact on underdeveloped
young-ladies in our own nation.

¥hy are these nations susceptible to the Boviet linef
First, in all underdeveloped countries, there is trsmndma presaure
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for sconomic betterment. Tha pecple as well as the leaders are
convinoed this roquircs rapid Industrialization. Though generally
dedicated to political exd individual freedam, they will not remain
loayel to these concepts if the price is economlc stagnation.
Iiving sterderds in these countries, sven Ly Soviet 51;&1@@&3, axre
vary low. _

Secord, underdeveloped countriss are inclined to bellsve
the Soviet line that industrielization by free enberprise methods
took 150 years in Qaﬁtern Burope end the United States, and they
can't wait that long. Soviet propagands, emphasizing that the
m made itsslf into & great industrial power in one generation,
starting from govatch and without eny help from the West, is very
sppealing., The Sovists, of course, do not speek of the appalling
cost in human puffering, its denlal of lmman rights, ard its sherp
limitation on living atanﬁarda.‘

I would like to cenclufie this brief presentation by
taking a long-renge look imtoc the futura. How do the Sovists
presently plan their ecomomic future, and how does this compare
with the Unitﬁi States? (6032) ‘

Hera you see industrial growth in the Soviet Unlon
eompared with that in the United States for 1940 actually through
1955, the total results, the eatimete for '60 ard thenm a projecticn
forvard to '75 « 160, This means thai if present trenda contims,

 gomewhers in this period the Soviet Union will be producing in-
dustrially sbout &8 muoh as the United States. This, of course,
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sbvioualy would mean o profourd altering in the relative power
structures of the world,

I would like to summerige by saying ihat the Soviets
have succaoded in creating an impressive level of aconomle ouiput,
This sconomy of theirs ia & growing challerge to ths Weat today, net
only because it ig reating an ilmposing military machine, but alse
bacause it ig growing Bo rapidly. It has retched a lovel where it
oan not only comtinue to satiafy the lmternal damands for capitel
squlpment to keop this growth going, but 1t cay algo satisfy a |
sigrificant pmticn of the total capital equipment requirements of
the undarﬂevﬂcped aress. It is, therefare, obvious that the
Soviets are wsing their sconomic strength along with their paliticel
propagenda for political purpeoses. The Kremlin leaders bope
that in the shorterun the Dev combinstion will undermine the
solidarity of the West and thelr traditional positien of pover
over these underdeveloped areas, ard in the lorng-run will help
achleve the Soviet goal of werld domination without a khot being
fired. Aingd thejlmkuponthaaeaaamansordaing it,
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